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STATE OF SOUTH CAROLINA 
~ate '1JJluoget ann 01ontrnl ~ttro 
OFFICE OF GENERAL SERVICES 
DAVID M. BEASLBY, CHAIRMAN 
GOVERNOR 
RICHARD A. BCKSTROM 
STATE TREASURER 
· BARLB E.. MORRIS, JR. 
COMPTIW~ GENERAL 
Ms. Helen T. Zeigler, Director 
Office of General Services 
1201 Main Street, Suite 420 
Columbia, South Carolina 29201 
Dear Helen: 
HillEN T. ZEIGLBR 
DIREC1UR 
MATERIALS MANAGEMENT OFflCE 
1201 MAIN STREET, SUITE 600 
COLUMBIA, SQU'Il{ CAROUNA 29201 
(803) 737-«iiO 
Fax (803) 737~39 
VOIGHT SHBAL Y 
ASSIST ANT DIREC1UR 
June 12, 1997 
JOHN DRUMMOND 
CHAIRMAN, SENATE FINANCE COMM11TEE 
HI!NRY 1!. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMM11TEE 
LtrrnE.R F. CARTER 
EXEClJilYE DIREC1UR 
I have attached the audit report for State Housing Finance and Development Authority. Since we 
are not recommending any certification above the basic $5,000 allowed by the Code, no action is 
required by the Budget and Control Board. Therefore, I recommend that the report be presented 
to the Budget and Control Board as information. 
S incerel -\-.. ~~~~;e~.j_'(__ 
Materials Management otflcer 
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OFFICE OF GENERAL SERVICES 
DAVID M. BE!ASLBY, CHAIRMAN 
GOVERNOR 
RICHARD A. ECKSTROM 
STATE TRE!ASUR.BR 
E!ARLB R. MORRIS, JR. 
COMPTROUER GENERAL 
Mr. R. Voight Shealy 
Materials Management Officer 
Office of General Services 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Voight: 
HBU!N T. ZEIGLER 
DIRECTOR 
MATERIALS MANAGEMENT OFFICE 
1201 MAIN STREET, SUITB 600 
COLUMBIA, SOtrni CAROLINA 29201 
(803) 737-«.00 
Fax (803) 737 .{)639 
VOIGHT SHE!AL Y 
ASSISTANT DIRECTOR 
May 9, 1997 
JOHN DRUMMOND 
CHA.!RMAN, SENATE FINANCE COMMI'TTEE 
HENRY E. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMMI'TTEE 
LU"rnER F. CARTER. 
EXEClJilVE DIRECTOR 
We have examined the procurement policies and procedures of the State Housing Finance 
and Development Authority for the period July l, 1995 through December 31, 1996. As part of 
our examination, we studied and evaluated the system of internal control over procurement 
transactions to the extent we considered necessary. 
The evaluation was to establish a basis for reliance upon the system of internal control to 
assure adherence to the Consolidated Procurement Code and Authority procurement policy. 
Additionally, the evaluation was used in determining the nature, timing and extent of other 
auditing procedures necessary for developing an opinion on the adequacy, efficiency and 
effectiveness of the procurement system. 
The administration of the State Housing Finance and Development Authority is responsible 
for establishing and maintaining a system of internal control over procurement transactions. In 
fulfilling this responsibility, estimates and judgments by management are required to assess the 
expected benefits and related costs of control procedures. The objectives of a system are to 
provide management with reasonable, but not absolute, assurance of the integrity of the 
procurement process, that affected assets are safeguarded against loss from unauthorized use or 
disposition and that transactions are executed in accordance with management's authorization 
and are recorded properly. 
Because of inherent limitations in any system of internal control, errors or irregularities may 
occur and not be detected. Also, projection of any evaluation of the system to future periods is 
subject to the risk that procedures may become inadequate because of changes in conditions or 
that the degree of compliance with the procedures may deteriorate. 
Our study and evaluation of the system of internal control over procurement transactions, as 
well as our overall examination of procurement policies and procedures, were conducted with 
professional care. However, because of the nature of audit testing, they would not necessarily 
disclose all weaknesses in the system. 
The examination did, however, disclose conditions enumerated in this report which we 
believe need correction or improvement. 
Corrective action based on the recommendations described in these findings will in all 
material respects place the State Housing Finance and Development Authority in compliance 
with the South Carolina Consolidated Procurement Code and ensuing regulations. 
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Sincerely, 
~G"S~ 
Larry G. Sorrell, Manager 
Audit and Certification 
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INTRODUCTION 
We conducted an examination of the internal procurement operating policies and procedures 
of the State Housing Finance and Development Authority. Our on-site review was conducted 
January 20-27, 1997 and was made under Section 11-35-1230(1) of the South Carolina 
Consolidated Procurement Code and Section 19-445.2020 of the accompanying regulations. 
The examination was directed principally to determine whether, in all material respects, the 
procurement system's internal controls were adequate and the procurement procedures, as 
outlined in the Internal Procurement Operating Procedures Manual, were in compliance with the 
South Carolina Consolidated Procurement Code and its ensuing Regulations. 
Additionally, our work was directed toward assisting the Authority in promoting the 
underlying purposes and policies of the Code as outlined in Section 11-35-20, which include: 
( 1) to ensure the fair and equitable treatment of all persons who 
deal with the procurement system of this State 
(2) to provide increased economy in state procurement activities 
and to maximize to the fullest extent practicable the 
purchasing values of funds of the State 
(3) to provide safeguards for the maintenance of a procurement 
system of quality and integrity with clearly defined rules for 
ethical behavior on the part of all persons engaged in the 
public procurement process 
3 
SCOPE 
We conducted our examination in accordance with Generally Accepted Auditing Standards 
as they apply to compliance audits . Our examination encompassed a detailed analysis of the 
internal procurement operating procedures of the State Housing Finance and Development 
Authority and its related policies and procedures manual to the extent we deemed necessary to 
formulate an opinion on the adequacy of the system to properly handle procurement transactions. 
We systematically selected samples from the period July 1 , 1995 through December 31, 
1996 of procurement transactions for compliance testing and performed other audit procedures 
that we considered necessary to formulate this opinion. Specifically, the scope of our audit 
included, but was not limited to, a review of the following. 
(1) All sole source, emergency and trade-in sale procurements from the 
period July 1, 1995 through December 31, 1996 
(2 Procurement transactions for the period July 1, 1995 through 
December 31, 1996 as follows: 
a) Thirty-five payment transactions for goods and services reviewed 
for competition and compliance to the Code 
b) A block sample of 300 numerical purchase orders reviewed for 
order splitting and favored vendors 
(3) Surplus property disposition and procedures 
(4) Minority Business Enterprise Plans and reports for the audit period 
(5) Information technology plans for fiscal years 1995-98 
(6) Internal procurement procedures manual 
(7) Real property lease procedures 
4 
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RESULTS OF EXAMINATION 
The Office of Audit and Certification performed an examination of the internal procurement 
operating policies, procedures and related manual of the State Housing Finance and 
Development Authority for the period July 1, 1995 through December 31, 1996. 
Since our last audit, the State Housing Finance and Development Authority has maintained 
what we consider to be a professional, efficient procurement system. However, we did note the 
following exceptions which should be addressed by management. 
I. Unauthorized Purchase 
We noted one procurement that was unauthorized. The items were ordered before the 
Purchasing Office issued a purchase order. Purchase order 4610 dated December 29, 1995 for 
$1,889.73 was issued after receiving a vendor invoice for training manuals. The invoice was 
dated December 22, 1995. This violates the Authority's internal procurement procedures, 
Section IV, which states in part, "The Director of Procurement, by delegation of the Executive 
Director, is the Purchasing Agent for the Authority. The Agent is responsible for all areas of 
Materials Management, .. .. including purchasing of goods and services." 
We recommend ratification of the unauthorized procurement be requested from the 
Executive Director in accordance with Regulation 19-445.2015. 
II. Insufficient Competition Solicited 
Voucher 2102 for $2,798.25 was a payment for printing services. Two written quotes for 
these services were documented. Section 11-35-1550 of the Code requires three quotations for 
this level of procurement. 
We recommend the Authority comply with the competitive requirement of the Code as listed 
in Section 11-35-1550. 
ill. Statewide Term Contract Not Used 
Purchase order 3855 dated June 21, 1995 was issued to procure five legal size file cabinets 
with a unit cost of $305.00 each. The statewide term contract for legal size file cabinets 
contained a better quality item with a unit cost of $272.75 each. 
5 
Section 11-35-31 0(33) of the Code defines a term contracts as, "a contract established by the 
Chief Procurement Officer for a specific product or service for a specified time and for which it 
is mandatory that all governmental bodies procure their requirements for the goods and services 
during its term." 
We recommend the Authority comply with the Code by procuring items on term contract. 
IV. Sole Source Reporting 
A. Software License Renewal and Maintenance 
The following software licenses/maintenance renewals were unnecessarily sole sourced and 
reported. 
Reported Purchase Order Amount 
09/30/95 4136 $24,450 
03/31196 4768 6,545 
03/31/96 4769 5,050 
06/30/96 4910 4,840 
06/30/96 5113 22,380 
06/30/96 5174 3,630 
09/30/96 5238 7,865 
06/30/96 100013 3,500 
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On April 22, 1986, the South Carolina Budget and Control Board approved an exemption I 
for software license renewals after such software had been competitively bid as required by the 
Procurement Code. This software had been competitively bid through the Materials Management 
Office. We recommend the Authority discontinue sole sourcing exempt items. An amended 
report should be submitted to the Materials Management Office to remove purchase order 5228 
from the activity for the current fiscal year. 
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B. Procurement Not Reported 
Purchase order 4187 dated August 7, 1995 was for modifications to the computer loan 
servicing system for $4,120. The procurement was made as a sole source, however, it was not 
reported to the Materials Management Office as required by Section 11-35-2440 of the Code. 
We recommend the Authority submit each sole source procurement timely to accurately 
reflect the total sole source activity. 
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CONCLUSION 
As enumerated in our transmittal letter, corrective action based on the recommendations 
described in this report, we believe, will in all material respects place the State Housing Finance 
and Development Authority in compliance with the South Carolina Consolidated Procurement 
Code and ensuing regulations. 
The Authority has not requested increased procurement certification above the basic limit of 
$5,000 allowed by the Code. Subject to corrective actions listed in this report, we will 
recommend the State Housing Finance and Development Authority be allowed to continue 
procuring all goods and services, consultants services, construction services, and information 
technology up to the basic level of $5,000 as allowed by the South Carolina Consolidated 
Procurement Code and accompanying regulations. 
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es M. Stiles, CPPB 
Audit Manager 
Larry G. Sorrell, Manager 
Audit and Certification 
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South Carolina State Housing Finance and Development Authority 
919 Bluff Road, Columbia, South Carolina 29201 
Rebecca K. Swindell 
Chairman 
June 6, 1997 
Mr. Larry G. Sorrell 
Audit and Certification 
Telephone : (803) 734-2000 
Materials Management Office 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Mr. Sorrell: 
TOO: (803) 734-2369 
David M. Leopard 
Executive Director 
This letter is to confirm that we concur with and have addressed the four exceptions listed 
in the procurement audit report of the South Carolina State Housing Finance and 
Development Authority for the period of July 1, 1995-December 31 , 1996. We have 
taken corrective action and will also ensure that these exceptions will not be repeated in 
the future. If you have any questions or need additional information, please feel free to 
contact me. 
Sincerely, 
cfik.t~ 
Barbara Anderson 
Director of Human Resources 
cc: Dave Leopard 
Foster H. Yarborough 
" Housing South C~olina Is Our Business " 
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STATE OF SOUTH CAROLINA 
~tate 1filu~get an~ <Unntrnl 1filoar~ 
OFFICE OF GENERAL SERVICES 
DAVID M . BEASLBY, CHAIRMAN 
GOVERNOR 
RICHARD A. HCKS'Il!.OM 
STATE 'll!.BASURHR 
BARLH H. MORRIS, JR. 
COMPTROllER GENERAL 
Mr. Voight Shealy 
Materials Management Officer 
Materials Management Office 
1201 Main Street, Suite 600 
Columbia, South Carolina 29201 
Dear Voight: 
Hlli..JlN T. ZHIGLHR 
DIRHCTOR 
MATH.RIALS MANAGEMENT OFFICH 
1201 MAIN STREET, SUITH 600 
COLUMBIA, SOUTH CAROUNA 29201 
(803) 737-0600 
Fox (803) 737-0639 
VOIGHT SHEALY 
ASSIST ANT DIRHCTOR 
June 11 , 1997 
JOHN DRUMMOND 
CHAIRMAN, SENATE FINANCE COMMI1THll 
HENRY H. BROWN, JR. 
CHAIRMAN, WAYS AND MEANS COMMI1THll 
LUTHH.R F. CARTER 
EXEClJilVH DIRHCTOR 
We have reviewed State Housing Finance and Development Authority' s response to our audit 
report for July 1, 1995 - December 31, 1996. Also, we have followed the Authority' s corrective 
action during and subsequent to our field work. We are satisfied that the Authority has corrected 
the problem areas and the internal controls over the procurement system are adequate. 
Additional certification was not requested. Therefore, we recommend the Authority be allowed 
to continue procuring all goods and services, construction, information technology and 
consulting services up to the basic level of outlined in the Code. 
Sincerely, 
~~G~~ 
Larry G. Sorrell, Manager 
Audit and Certification 
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